CHAPTER IV

THE POSITION OF THE CHANCELLOR OF THE
EXCHEQUER IN  THE MONEY MARKET

NOTHING can be truer in theory than the economi-
cal principle that banking is a trade and only a
trade, and nothing can be more surely established
by a larger experience than that a Government
which interferes with any trade injures that trade.
The best thing undeniably that a Government can
do with the Money Market is to let it take care of
itself.

But a Government can only carry out this
principle universally if it observe one condition : it
must keep its own money. The Government is
necessarily at times possessed of large sums in
cash. It is by far the richest corporation in the
country; its annual revenue payable in money far
surpasses that of any other body or person. And
if it begins to deposit this immense income as it
accrues at any bank, at once it becomes interested
in the welfare of that bank. It cannot pay the
interest on its debt if that bank cannot produce the
public deposes when that interest becomes due; it